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The State of Michigan and ) Docket No. EL01- 76-000 U
The Michigan Public Service Commission )
)
Y. )
)
Wolverine Power Supply Cooperative, Inc. )

OFFER OF SETTLEMENT
EXPLANATORY STATEMENTAND MOTION FOR APPROVAL OF
STIPULATION AND SETTLEMENT AGREEMENT

Pursuant to Rule 602 of the Rules of Practice and Procedure of the Federal Energy
Regulatory Commission ("Commission"), 18 CFR § 385.602, the State of Michigan and
* Michigan Public Service Commission {collectively “Michigan”) and Wolverine Power Supply
Cooperative, Inc. (“Wolverine”) hereby submit this Stipulation and Scttlemex;t Agreement in full
and final resolution of all the issues arising out of Michigan's Joint Complaint (“Complaint™)
filed on May 9, 2001. The terms of the proposed settlement are set forth in the Stipulation and
Settlement Agreement attached hereto and are summarized in the Explanatory Statement
contained herein. A draft order approving the Stipulation and Settlement is attached. Pursuant
to Rule 602(f)(2), the date for filing initial comments on the Stipulation and Settlement
| Aéreement is September 2, 2002, and the date for filing reply comments is September 12, 2002.
L. Procedural Background

On May 9, 2001, Michigan filed a complaint against Wolverine alleging that Wolverine’s
statements in Docket No. ER01-1815 and in Wolverine’s annual report indicated that the

gompany was over-eaming its allowed jurisdictional revenues in contravention of the Federal

Power Act’s just and reasonable rate requirement. On May 24, 2001 the Commission extended




the time for the filing of answers to Junc 28, 2001. On June 28, 2001, Wolverine filed an answer
to the complaint arguing that its rates for requirements service to its five distribution cooperative
members are just and reasonable and reflect the cost to serve those members.

On June 14, 2002, the Commission issued an order establishing an evidentiary hearing
but holding the hearing in abeyance pending settlement judge procedures;Wolverine’s request
for rehearing, filed on July 12, 2002, is currently pending. The instant Stipulation and Settlement
Agreement is the product of parties’ negotiations and is being filed as a resolution of the issues
pending in this docket,

II. Explanatory Statement
The provisions of the four (4) articles of the Stipulation and Settlement Agreement
offered in settlement of the above-described proceeding are summarized below:

ARTICLE 1 describes the factual and procedural history of the proceeding resclved by
the Settlement.

ARTICLE TI establishes the commitments of both Wolverine and Michigan under this
Settlement. These commitments include the obligation of Wolverine: 1) to fund certain specified
substations and transformer/regulator upgrades and installation projects in 2002 and 2003 for its
member cooperatives Cherryland, Great Lakes, Tri-County, and Presque Isle; (2) to refrain from
seeking an effective date for a rate change to recover such investment in these projects prior to
the effective date of the complete cost of service rate case referenced in item 4 below; 3) to file
semi-annual reports with the Michigan Public Service Commission regarding these projects
beginning January 1, 2003; 4) to file a complete cost of service rate case and revenue study with
the RERC effective no later than January 1, 2004; and 5) to flow through to its members any

material reduction in network transmission costs effectively less than $0.98/kW/month as a result




of a Commission order relating to Dockets EC02-23-000 or ER02-320-000 and effective prior to
the effective date of Wolverine’s complete cost of service rate case . Michigan commits to
refrain from filing or initiating (or assisting another in filing or initiating) before any federal or
state authority any complaint or challenge to Wolverine’s existing rates or to Wolverine’s
member cooperatives’ existing rates prior to Wolverine’s complete cost of service rate case filing
at the FERC.,

ARTICLE III established the fact that parties agree that this Settlement is an integrated
package with terms that are not severable.

ARTICLE IV identifies the limitations of the Settlement, restricts the Settlements’
application to the specific issues contained therein and indicates that no precedential value can be
attributed to the actions of either party to this Settlement.

1. Motion for Approval

The Stipulation and Settlement Agreement filed herewith is the result of extensive
negotiations between Michigan and Wolverine. As explained herein, this Stipulation and
Settlement Agreement represents a resolution of all issues in this proceeding, which is in the

public interest. Michigan and Wolverine, therefore, respectfully request that the Commission




approve the Stipulation and Settiement Agreement without condition or modification at the

earliest possible date.
Respectfully submitted on behalf of:
STATE OF MICHIGAN and
MICHIGAN PUBLIC SERVICE
COMMISSION
Jennifer M. Granholm M QM
Attorney General of the State of Michigan David D’Alessandro
Kelly A. Daly
David A. Voges (P25143) Special Assistant Attorneys General
Patricia S. Barone (P29560) Stinson Morrison Hecker L.L.P.
Assistant Attoneys General 1150 18th Street, NW, Suite 800
6545 Mercantile Way, Suite 15 Washington, DC 20036
Lansing, MI 48911-5984 (202) 785-9100
(517) 241-6680 Their Counsel
CERTIFICATE OF SERVICE

T hereby certify that I have this day served a copy of the foregoing document by first class
mail upon each party on the official service list compiled by the Secretary in this proceeding.

Dated at Washington, D.C., this 16t day of August 2002.

Qe Nae_«

David D’ Alessandro

WDCDOCS 45101v1
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Wolverine Power Supply Ceoperative, Inc.
STIPULATION AND SETTLEMENT AGREEMENT
Pursuant 1o Rl 602 of the Rulss of Practice and Booedure of the Fedaral Eaergy
Regolatory Commission (“Commissica”), 16 CFR § 385,612, the Stase of Michigan and
Michigen Public Service Commission (hervinafter “Michigm”) and Wolverine Power Supply
Cooperative, Inc. (hereinafter “Wolverine™) hereby submit is Stipulaton snd Settlerment
Agregsnent (hercivafier “Serttement”) in full and final rosobion of all the iscues arising out of

Michigan's Joint Complaint (hereinatter “Complaint”™) filedva May 9, 2001.

ARTICLEX
, Background
1.1 OnMay9, 2001, Michigan filed its Complais pursuant 1o Section 206 of the
Federal Power Ast, 16 USC 824s, requesting that the Cornmission {nvestigate and determine z .

just and reesonzble level of wholesale rates for Wolverine,
12 'OnJune 28, 2001, Wolverine filed an Answerlo the Complaine, accompanied by

suppocting affidavits and letters of suppart for the current rate stsctuze from the cooperative
membez-owness of Wolverine, In ity Answes, Wolverine deated sl} the allegaions of the

Cotnplaint that Wolverine's rate of retum is excessive or thatits ratas ae otherwiie too high.
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L4 By Order dated June 14, 2002, the Commissicn et the Complain for hesring.

end held such hearing in abeyence pending sattlement judge procedures. '_

ARTICLE N
21  Michigan and Wolverine have engaged in discussions In an effort © resclve the
{ssues in dispute. In order to resolve this Complaint, the Fartics hive committed to take the

following actions, .
22  Using fnrcrnally ganerated general funds, Wolverine agress to find substations

and wansformeregulator upgeades aad- installations of a¢ least $750,000 in 2002 and at Jeast
§750.000in 2003, foutuul of =: Ieast $1.5 million for its member cooperatives Cherryland,
Grear Lakss, Tn-Coumy, and Presque Isle as deseribed In pmgnph 2-3 below, Each upgrade
and/or fastalladon, including masezial and installacion costy aysociared wuh the aanaformer and

regulatar, Is esimated by Walverine to cost $167,000 per lecatlon pev year,
The deseription and prajecied schedule for thete mansformes/agwlares upgrade

23
and installation projects ae os fallows:
Member 2002 2003
System _
Cherryland Inteclochen :ubsuuon trm:fcmser and :l'nvm-? Clzy West
lew-side upgrade insrallation
Grear Likes " Resort (Petoskey) substation " Wayland nidstation - -
: ' vansformer update
Tri-County - Canadian Lakes substaton Waidman substarion
) _ , v gansformoer upgrade
Prasque Isle Cheboygan transformer vpgrade Hammond Bay substation
: ' transformasy upgrade

L
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B el L T 2

irs successor entity(ies) uunugh internally peaerated cash flow. Wolverine lgree: that it wlll mi 2

A N ATy et it

24 WolmmmMMMaemhe ﬁnwﬂmﬁmlyby Wolverine or

gaek an effective dare for & change of rate 10 recover Wolvarina's invesemesnt in unnpm_;ccu
pricr to the requested effective dats of the completz Federal Energy Regulatory Commission rate

case referenced in paragraph 2.6 below.
2.5 Wolverina agrees that it will fils sesni-mnnal reports regarding these projects with

' the Michigan Public Service Commission, beginning Jannary 1, 2003,

26  Wolverine agsees to file 2 complete Federal Encrgy Regulatory Commission race
case, including a fall cost-of-service and revenue stody, based on the modr recent calendar year
far which ths full complement of daca is available. The requested effectdve duse of the updated
costoftervice-based rariff! ghould be same as the date the .76 mills pec KWh debt restucturing
payments associated with the Fermi ndabtobh;wwmd.mdmanyaveutmeuquema
effective date shall be no fater than Janary 1, 2004, Xthe filed rate is higher than the Tate
derermined by the Commission tq be just and reasomable, then Wolverine agrets to provide
sefunds with inferest for & period that begins with dneﬂecﬁwdmufﬁmpnpuedupdam!wt-
of-service based tariff. o

27 OmJulys, 2002, in Docket No. ER2-1422:000 ex. el the Comamission
conditionally approvad 4 stated norwork rite ef SOMWhnenﬂ: for load .'.lnkmz within the
Michigan Electric Transmission Company (“METC")FWGS zone and “’dﬂs sarvice undsy the
Midwest Independent Systiem Operaor, Inc. (Midwest 150) Joint Open Access 'rzznsmlsmn
Tasitf ("JOATT"). See Midwest Independent Transmission System Oparator, Inc., 100 FERC

§ 61,046 (2002). The Midwest ISO based its rate on the Commission’e approval of the stated

1 This rafavg uw.lmumrmwmmseh&mcm 4, ineluding Schedule A and all ridess.

Page 3 of§




ZDEWOrK rats 1 Dockss Mor. 2062-33-000 sad RRO2120.000 on Febmzry 13,2002. Ses Trans.
-~ Eltet, Inco, 98 FERC{ 61,142, reh'g danied, S8 FERCY 61,368 (2002). Wolverine, whass load
sinks within the METC pricing zome, antlcipaes the change In rate design from a load-ratio to 4
$tated network rate will result in materially higher chages to Wolverine for nerwark transmission
service. Wolverine agroes that, if the Commission issaes 1m order in these Midwest ISO ¢r
Trans-Elect dockers thut materially reducs the effective necwork ransmission rale to Wolverine
. 10 Jess shan the $0.9%XWmomh staced sate, then Walwerine will &l & change in Wolverine's
| ratas to flow through te jts mmbm thenduudnmukmmisﬂon cogt 10 Wolverine, The
flow thrangh will be affective beginsing with the effective date of the effective network rate
- tedutrion to Walvering and will end with the requcoted effottive dais of the complete Faders
" Eergy Regulatory Commission Walverine rate casa refarenced in partgraph 2.6 above.
| 28 Michigan ageees thee it will nozfile or isttiste {of axsist another in filing or

initiating) before any fedenl oc suato authority any complaint o challcage to Wolverine's

existing rates ar o Walverine member cooperative existing rales priar to the dars Wolverins files

2 change to {ts rates pursant to saction 2.6 above,

ARTICLE3
. 3 I This Sculement embodies an mlegntaipakage None of;hatems of:hc
SenIcmmt is sgreed 10 withous cach of the others. The various pmvis:ons a!ﬂus Sertlement e
not severable, and any Commission crdes savering any provition for separare hearing, technical
conference o-rmdun'on shall be :onsideréd a modification of the Settlement,

Page 4 of 6 _

T



ARTICLETY
41  Exceps as expressly provided in this Semlemant, pothing in the Settlernant shall
affect any of the rerms or conditions of Wolverine's Taiffs. |
42  The provisions of this Settlement ars infended to relate only to the specific maters
sddpessed herein. Napwmlmmdahuudgmuitmyhmvdmmpmw matters not

expressly addreseed in the Sottlement.
43 Neither Michigan nor sny other party shall b bousd or prejudiced by any pat of

| this Senlufnen: unless it is approved and mads effective.

44  This Serdement is mads upon the express understanding that it constitutes 2
negotiated senloment of the issues in the subject proceeding. Nei!h;u' Walverine, Michiém. ner
the Comunission shall bedeemndto have spproved, mpmd.tgxudmofhemseconsenwdm
any issue or principla in these proceedings ort0 myamufaczornrcmptun&dym; or
supposed to underlic any of the matters hesein, ar to have prejudiced positions taken or thar may
be raken iz any oﬂ:erprncud!ﬁgs, exceptas cxpnsnly‘pwﬁdedin the Sattlement. Nothing herein
ilulludwtﬁl“deu”uﬁemwmnmfnhblk&chMh
of New Yorky FERC, 642 F2d4 1335 (@C Cif 1980)..

45  'The titles and headings of the varions-Articles of this Samlament ars for reference

mdconvmiempmposuonly Theymmzobemmmdmuhnlmo mcotm:mmmpmin;

the Settlemens and do net qualify, motﬂm or explain the effects of the Smhment. '

46  This Senlementis submitted pursuant to Rule 602 of the Commission's Rules of
Practice and Procedure, 18 CFR § 385.602 (2000), Unless and until the Seclement becomes
effective pursuant to its temms, the Soulm;m shall Ba privileged and of o effect and shall not X
admissiblc in evidence or in any way daseribed of diseugsed in any proceeding before any comt
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ungmmnoqgm;..hmm aummc«:mmdimuyoum:mm:

in mumceedinx)
4.7 This Seulemteonsuma xhefnn and complete agreement of the parties with

respect m the subject marrer hereof, and mpemdu ol prior negotiations, understandings, md

agreements, whether written of aal, bm:ten the partles with respect to the subject matter hereaf,
and thers m no wirraaties omp:emudm smong the partiss in ¢onnection ‘with the subject

wmastar hazsaf except a2 set farth specifically hesein.

WOLVERINE POWER SUFFLY

MICHIGAN PUBLIC SERVICE
COMMISSION and COOPERATIVE, INC,

STATE OF MICHKICAN

© By @A«wﬂﬁ/’{a&——/é‘ aﬁ“m&«u
' m:m&cw

Iis:
Dated: _ & / / ¢/ Q% . Daed 'I\SG\.OZ
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DRAFT

FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

In Reply Refer to
Docket No. EL01-76-000

David D’ Alessandro
Attorney on behalf of the State of Michigan and
Michigan Public Service Commission

Stinson Morrison Hecker LLP

1150 18™ Street, NW Suite 800

Washington, DC 20036

Dear Mr. D’ Alessandro:

1.

On August 19, 2002, the State of Michigan and Michigan Public Service
Commission (“Michigan”) filed an offer of settlement in the form of a Stipulation
and Settlement Agreement in the above-referenced docket. The Commission
finds that the Stipulation and Settlement Agreement represents a reasonable
resolution of the issues and is in the public interest. Accordingly, it is accepted
and approved.

The Stipulation and Settlement Agreement constitutes a full and final resolution
of all of the issues set for hearing by the Commission in Docket No. EL01-76-

000.

The Commission’s approval of this Settlement does not constitute approval of, or
precedent regarding, any principal or issue in this proceeding.

By direction of the Commission.

Secretary

All Parties -
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